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The paper presents a Keynesian one-sector model where investment and autonomous 

expenditures determine the growth rate of income.  The analysis starts with the dynamics 

of demand-led growth and the possible interactions between investment and autonomous 

expenditures. Since by definition the growth rate of investment determines the long-run 

growth rate of capital, the paper uses the long-run relation between demand growth, 

multifactor productivity growth, and labor-force growth to analyze the alternative 

Keynesian closures of the supply side.  It is shown how a partially endogenous supply of 

labor and a partially endogenous multifactor productivity growth may relax the supply-

constraint on demand-led growth, as well as how changes in the average propensity to 

save may accommodate investment when the economy reaches its maximum growth rate.  

Since nothing prevents the functional distribution of income from changing before the 

economy reaches it maximum growth rate, the paper presents a two-species model for the 

labor share of income and the income-capital ratio to illustrate how demand-led growth 

impacts on class conflict and economic activity. 
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